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ARILY  ACCOUNT   FOR   MOST   OF  THE   CHANGES   ON   FARM    INCOME,   THERE    IS   A  NOTICE- 
ABLE  SIMILARITY  BETWEEN   FLUCTUATIONS    IN    INCOME    OF    INDUSTRIAL   WORKERS  AND 
IN   FARM  INCOME. 
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Fiauftts  1-2.-    The  number  of  nonagricultural  civilian  employees  is  the  largest  relative 

TO  POPULATION  6INCE    1929,    IN   ADDITION  TO  THE  MEN    IN  MILITARY  SERVICE.  '  TmESE  DRAINS  ON 
AVAILABLE   MANPOWER — MILITARY  ANO  NONAORICULTURAL  CIVILIAN — ARE  CREATING  A  SERIOUS  FARM 
LABOR  PROBLEM.      ALTHOUGH  AGRICULTURAL  PRODUCTION    IN    1942  WAS  THE   LARGEST  ON  RECORO,  THE 
SUPPLY  OF  FARM  LABOR    IN   RELATION  TO  OEMANO  WAS  THE  LOWEST. 
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OUTLOOK  FOR  DEMAND  AND  PRICES  IN  19^3  l/ 
The  over-all  demand  for  farm  products  in  19ll3  vd.ll  be  stronger  than  in 
19^2.    Prices  received  "by  farmers  generally  will  "be  higher  than  on  the  average 
in  19^2,  and  farmers'  incomes  will  increase  correspondingly.    Farm  prices  and 
prices  in  general,  however,  probably  will  rise  only  slightly  above  current 
levels.     Governmental  control  machinery  has  been  greatly  strengthened,  and  is 
expected  to  prevent  in  large  part  the  reflection  in  prices  of  increased  con- 
sumer purchasing  power  and  military  demand.    Price  trends  for  the  rest  of  the 
war  will  be  determined  more  by  governmental  action  than  by  the  usual  demand- 
supply  relationships,  although  one  cannot  be  considered  without  the  other. 

The  progressive  rise  in  demand  for  farm  products  during  the  year  19^3 
and  the  increase  for  the  year  as  a  whole  are  expected  to  be  substantial, 
although  smaller  than  in  19^-2.    This  outlook  is  based  on  the  following 
expectations:     (l)  a  higher  average  level  of  domestic  consumer  income  more  than 
sufficient  to  offset  any  probable  increase  in  individual  taxes;   (2)  a  smaller 
volume  of  nonagri cultural  products  for  consumers  to  buy,  leaving  an  abnormally 
large  portion  of  income  which  could  be  spent  for  agricultural  products;  and 
(3)  large  increases  in  military  and  lend-lease  requirements  for  agricultural 
products,  particularly  foods.     Speculative  and  storage  demand  will  be  less  of 
a  factor  in  the  over-all  situation  than  during  the  past  3  years,  owing  to  the 
effect  of  broader  governmental  controls  in  limiting  price  advances. 

Some  factors  important  in  determining  the  demand  for  farm  products  such 
as  industrial  production,  employment  and  wage  payments,  will  contribute  in 
varying  degrees  toward  further  improvement  in  domestic  demand,  at  least  well 
into  I9U3.    Others  appear  to  be  already  approaching  virtual  plateaus,  and  are 
expected  to  contribute  relatively  little  to  further  gains  after  this  year. 

1/  The  outlook  for  the  remainder  of  19^2  is  discussed  on  pages  lh  and  15. 
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This  is  particularly  true  of  prices  of  commodities  and  services  generally, 
and  to  a  somewhat  lesser  extent  of  wage  rates. 

Assumptions  basic  to  this  19^3  outlook  include:    continuation  of  the 
war  through  19^3t  further  substantial  increases  in  war  spending,  no  serious 
break-down  in  the  transportation  system,  and  the  most  stringent  governmental 
controls  over  prices,  wages,  and  production  in  the  history  of  the  country. 

—  September  16,  19*42 

War  Spending  Dominates 

The  outlook  for  war  spending  bears  both  directly  and  indirectly  on 
prospective  demand  for  farm  products.    Military  and  lend-lease  purchases  of 
agricultural  products  (discussed  i:i  detail  elsewhere  in  this  report)  are 
expected  to  be  considerably  larger  in  19^3  than  in  19*+2.    In  addition,  over- 
all demand  will  be  increased  greatly  by  wartime  stimulation  of  consumer 
buying  power  as  a  result  of  prospective  full  employment. 

War  spending  is  now  at  an  annual  rate  of  over  70  billion  dollars,  and 
by  this  time  next  year  may  reach  100  billion.    Tha  October  19*+1  rate  was  20 
billion  dollars.     Some  idea  of  the  magnitude  of  war  spending  can  be  obtained 
by  comparing  it  with  national  income.    Our  national  income  averaged  only  66 
billion  dollars  per  year  during  the  1935~39  period^  and  never  reached  100 
billion  dollars  orior  to  19^2. 

The  effect  of  war  on  industry  is  indicated  by  recent  Federal  Reserve 
estimates  showing  that  the  portion  of  industrial  production  for  war  increased 
from  20  to  U9  percent  between  June  I9U1  and  June  19^2.    Total  production  also 
had  increased  during  this  time  so  that  war  output  in  June  19^2  was  2-3/*+ 
times  what  it  had  been  a  year  earlier.    Civilian  goods  production  had  de- 
clined 28  percent  during  this  12-month  period..    These  diverse  trends  are 
expected  to  continue  until  around  two-thirds  of  the  total  production  will  be 
devoted  to  war  pur-noses  by  June  of  next  year.    The  balance  of  industrial 
commodities  left  over  for  civilian  use  in  terms  of  actual  goods  will  be  down 
to  but  little  more  than  half  the  quantity  available  2  years  earlier. 

Deficit  spending  by  the  Federal  Government  obviously  has  facilitated 
the  sharp  rise  in  industrial  production  during  the  past  2  years,  and  will 
continue  an  important  influence  through  19*+3«    Government  borrowing  from 
banks  is  expected  to  exceed  k  billion  dollars  per  month  in  I9U 3,  compared 
with  around  2  billion  dollars  per  month  this  year.    Financing  the  Federal 
deficit  will  therefore  bo  an  even  larger  factor  in  adding  to  expendable 
funds  of  consumers  than  in  19^2. 


1 


The  Government  has  "been  exercising  atringent  controls  over  the  distri- 
bution of  materials  to  industry,  and  extensive    regulation  of  the  distribution 
of  consumer  goods,  of  wages,  and  of  commodity  prices  has  "been  instituted. 
Such  restrictions  will  reduce  considerably  the  effects  which  Government 
"borrowings  and  spendings  otherwise  would  have  on  the  general  economy.  The 
controls  are  designed  to  limit  the  amount  of  excess  funds  available  to  con- 
sumers, as  well  as  to  discourage  tho  spending  of  such  funds. 

Industrial  Activity  to  Average  Higher 

Further  improvement  in  domestic  consumer  demand  for  farm  -products  is 
indicated  "by  the  outlook  for  industrial  activity.     Industrial  production 
generally  is  expected  to  "be  around  15  percent  higher  in  19^3  than  in  If  \ 
although  prospects  vary  widely  for  different  important  industries.     Th:  out- 
look assumes  that  "both  public  and  private  transportation  facilities  wi">  . 
strained,  hut  that  there  will  be  no  serious  breakdown  in  either.    A  19' 
increase  in  industrial  activity  of  the  size  expected  would  be  accompan:  vy 
considerable  gains  in  industrial -employment ,'  consumer  buying  power,  ana 
domestic  demand  for  farm  products. 

The  maximum  retarding  effects  of  conversion  to  war  goods  were  felt  in 
1942|  and  the  present  war  plant  building  program  —  with  some  notable  excep- 
tions such  as  rubber  facilities  —  is  scheduled  for  completion  by  the  middle 
of  19^3.     ^e  effect  of  the  shift  in  emphasis  from  facilities  to  goods  became 
evident  in  the  rapid  rise  in  industrial  production  after  the  second  quarter  of 
10U2.     Thus  by  the  end  of  the  year,  output  will  have  risen  considerably  and 
will  be  around  7  percent  above  the  19^2  average*    Furthermore,  an  additional 
rise  in  the  early  months  of  19^3  appears  probable,  in  contrast  from  the  situ- 
ation in  early  19*'2  when  plant  conversion  prevented  a.  rise  in  aggregate  output 
for  several . months,     Thus  although  productive  activity  may  rise  little  during 
the  last  half  of  I9U3,  the  average . increase  for  the  year  as  a  whole  probably 
will  be  about  the  same  as  the-rise  in  lc*+2,  which  Is  now  estimated  at  15 
percent. 

Materials,  labor,  .and  Transportation 
are  Limiting  Factors 

In  19^3  Rs  in  19^2,  the  amount  of  raw  materials  available  for  process- 
ing frill  be  a  factor  limiting  the  ri""1  in  industrial  production.     There  Will 
be  more  of  most  raw  materials  in  I9U3  than  in  19*42,    But  the  amount  of  goods 
processed  for  civilian  use  will  again  have  to  be  curtailed  in  order  that  the 
supply  of  materials  for  war  goods  can  be  enlarged.     This  prospective  re  etion 
in  civilian  goods  will  continue  to  take  place  at  the  same  time  that  tot  i 
industrial  production  and'  pay  rolls  are  expanding,  and  will  necrssitatr 
sumer  rationing  of  a  growing  list  of  commodities,,    Otherwise,  the  r.xcer.  Income 
of  consumers*  in  seeking  an  outlet,  could  lead  to  the  commodity  price  i   "Z  at  ion 
which  governmental  controls  are  designed  to  prevent,. 

Civilian  er.oloyment  already  has  reached  a  new  pr-?k,  in  addition  to  those 
in  the  armed  services.    Bureau  of  Census  data  covering  the  period  April  19^0 
to  August  19^2,  inclusive,  indicate  a  civilian  labor  force  averaging  approxi- 
mately 5^1/2-  cii  11  ion  persons  (lU  years  of  age  and  over)  in  each  of  the  years 
19*J0t  19^1. -and  19^-2.    This  suggests  that  the  normal  growth  in  the  working 
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population,  the  influx  of  women  workers,  the  addition  of  many  youths,  who 
would  in  peacetime  "be  in  school,  to  the  labor  force,  and  some  reentry  of 
retired  workers  has  .just  about  offset  the  military  drain  on  manpower  to  date. 
It  is  possible,  however,  that  there  will  he  a  critical  labor  shortage  in  19^3, 
This  could  make  the  ris1"1  in  industrial  production  even  smaller  than  would  be 
permitted  on  basis  of  the  estimated  increase  in  supoly  of  materials. 

Some  highlights  in  the  labor  situation  are  as  follows:    the  civilian 
labor  force  (5^.^-  million  persons  in  19^0  and  19^-1)  is  expected  to  average 
about  5^.6  this  year  and  5^.8  in  19^3t  an  estimated  increase  of  less  than  half 
a  million  between  19'!0  and  19^3»     Civilian  employment  averaged  U6  million  in 
191+0,  1+8.8  million  in  I9U1,  52.1  million  (partly  estimated)  in  19U2.  Require- 
ments are  expected  to  rise  by  over  2  million  in  I9U3  —  an  estimated  gain 
from  19UO  to  19^3  °f  over  8  million.     In  short,  on  the  basis  of  these  calcu- 
lations, the  labor  surplus  of  around  S-l/2  million  in  19^+0  will  practically 
disappear  in  19^3°    Normal  yearly  labor  turn-over  is  said  to  be  around  2 
million  persons.    Labor  shortages  already  are  becoming  serious  in  such 
industries  as  metal  working,  metal  mining,  aircraft  building,  and  lumber,  and 
are  causing  much  concern  in  agriculture.    Hot  only  will  there  be  too  few 
workers  in  many  places  and  occupations  in  19^3 1  a*  least  one  of  each  10 

employed  civilian  workers  will  either  be  a  new  worker  or  a  worker  who  in 
peacetime  would  not  be  in  the  labor  force  at  all  —  youths,  women,  and  older 
men. 

The  transportation  system  is  beginning  to  groan  under  the  war  load. 
Coastal  traffic  has  been  reduced  sharply  by  the  war.     The  use  of  motor 
vehicles  is  being  drastically  curtailed  in  all  except  the  most  necessary  lines 
of  activity.     At  the  same  time,  the  total  traffic  load  has  increased 
considerably.     Further  gains  of  much  consequence  in  railway  traffic  would 
require  the  manufacture  of  more  new  equipment  than  war  demands  for  strategic 
materials  will  permit.    ITot  only  will  delays  in  deliveries  become  more  and 
more  troublesome  with  further  increases  in  the  freight  load,  but  there  is 
danger  that  the  automobile  tire  situation  may  complicate  further  the  already 
tightening  labor  situation.    Even  if  materials  and  labor  should  be  available 
in  greater  quantities  than  expected  in  19^3o  the  transportation  situation 
probably  would  prevent  much  further  rise  in  industrial  activity  than  is  now 
anticipated. 

Consumer  Income  to  Increase  Further 

Partly  because  of  increased  employment,  and  partly  because  of  higher 
average  hourly  earnings  due  to  overtime,  longer  working  hours,  and  greater 
productivity,  aggregate  industrial  wage  payments  in  19*+3    will  continue  to 
rise.     The  income  from  investments  may  be  lower  in  19*+3  than  in  lr'U2  because 
of  doclining  dividend  payments,  but  any  reduction  of  such  income  will  be  small 
relative  to  the  expected  gain  in  wage  payments. 

The  increase  in  nonagri cultural  civilian  employment  in  19^3  orobably 
will  I ;  smaller  than  the  average  gain  of  over  2-l/2  million  persons  in  19^t 
and  the  rise  of  wages  per  worker  also  will  be  smaller  in  19^3  than  thlo  yoar. 
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Employment  will  be  affected  "by  the  declining  labor  surplus,  and  wages  by 
governmental  control  of  wage  increases^     Difficulties  thrown  in  the  way  of 
workers  shifting  from  one  war  job  to  another  because  of  v/age  inducements  also 
will  affect  the  rise  in  aggregate  wage  payments. 

The  somewhat  smaller  increase  in  consumer  income  in  19*+3  than  in  19J+2 
would  not  necessarily  result  in-  corresponding  diminution  of  the  rise  in  con- 
sumer demand  for  farm  products.     It  Appears  almost  certpin  that  the  volume  of 
industrial  products  available  to  civilians  (including  services)  will  be  smaller 
in  I9U3  than  in  I9H2.    With  prices  of  such  goods  and  services  controlled,  there 
will  be  a  large  increase  in  consumer  income  available  for  .the  -purchase  of 
agricultural  products.     This  means  that  considerable  -pressure  will  be.  exerted 
on  prices,  particularly  on  those  products  which  will  be  available'  to  civilians 
in  reduced  amounts.     For  discussion,  see  sections  below  entitled,  "Frice 
Control  and  Consumer  Rationing"  and  "The  General  Price  Level," 

Military  and  Lend-Leaso  Heir  and  Mill  Ri  se 

Food  needed  for  our  enlarged  military  forces  and  for  lend-lease  shipment 
to  our  Allies  will  increase  sharply  in  19^3»  compared  with  the  total  of  these 
requirements  in  19^-2.     Military  and  lend-lease  purchase  of  food  in  19^3  are 
.expected  to  be  equivalent  to  about  20  -percent  of  current  domestic  production, 
compared  with  about  13  percent  this  year  and  U  percent  in  19^1.    Exports  out- 
side of  lend-lease  in  19^3  will  n°t  he  of  much  significance,  but  they  may  be 
about'  as -large. as  they  have  been  this  year.     The  total  supply  of  food3 
(production  plus  stocks)  probably -will  be  of  record  size  in  19^3  •    The  amount 
available, to  the  average  civilian  consumer,  however,  may  be  somewhat  smaller 
than  the  large  -  supplies  of  the.  preceding  2  years-,  although  considerably  larger 
than  the  pre-war  1935-39  average,  .  - 

The  filling  of  military  and  lend-lease  needs  is  estimated  to  have 
required  about  5  percent  of  the  meat  produced  in  19^1.     It  is  expected  to 
account  for  nearly  20  percent  in  19'-2  and  over  25  percent,  in  I9U3,  Despite 
these  increases,  the  average  civilian  probably  will  be  able  to  consume  more 
meat  in  I9U3  than  in. I9U2,  and -only  slightly  less  than,  in  I9U1.    Total  meat 
production  is  establishing    new  records. 

Similar  situations  are  found  in  eggs,  poultry  and • cereals ,  except  that 
after  increased  military  and  lend-lease  demands  are  met  in  19*+3i  there  will 
be  more  of  these  products  for  civilians  than  there  were  in  either  of  the  last 
2  years.     Civilians  apparently  will  have  to  .get-  along  with  less  dairy  products 
in  19^3  than  they  have  this  year,  and  at  best,  no  more  than  they  had  in  19^1. 

Growing  war  needs  for  fats  and  oils  are  expected  to  leave  about  the 
same  amounts  for  the  average  civilian  next  year  as  this  year,  but  less  than  in 
19^1.    After  wax  needs  are  met,  fruits,  vegetables,  and  possibly  sugar  will  be 
available  in  smaller  per  capita  volume-  in  19^3  than  in  either  19^1  or  19^2, 
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Pri ce  Cont rol  and  Consumer  Rationing 

Production  of  foods  generally  has  increased  enough  to  me.t  military  and 
lend-lease  needs,  and  still  leave  the  average  consumer  in  19^3  no  re  than  he 
had  in  the  1935~39  P2riod0    However,  the  increase  in  consumer  income  has  "been 
much  larger  than  the  increase  in  production.     The  result  has  "been  a  growing 
upward  pressure  on  prices.     In  the  absence  of  rationing,  this  has  caused  an 
inequitable  distribution  of  meats  as  between  various  localities.     It  also 
forced  price  ceilings  upward  on  some  food  products,  and  for  others  not  brought 
under  ceilings  until  this  month    it  has  resulted  in  a  continued  rapid  rise  in 
prices. 

In  order  to  avoid  the  usual  effects  on  prices  next  year  of  rising  con- 
sumer incomes  —  with  available  t>er  capita  supplies  of  food  expected  to  retain 
generally  about  unchanged  from  this  year  —  Government  controls  have  been 
broadened  and  strengthened  under  the  amended  Emergency  Price  Control  Act. 
Nine  by  percent  of  all  the  foods  in  the  average  family  budget  are  now  subject 
to  price  ceilings,  but  rationing  of  a  growing  list  of  products  will  become 
necessary.     Generally  speaking,  shortages  of  civilian  supplies  in  relation  to 
probable  consumer  buying  power  will  extend  to  most  food  products  except 
cereals  and  citrus  fruits.    Poultry  and  fresh  milk  are  borderline  cases.  The 
adequacy  of  supplies  of  some  foods  will  depend  in  part  on  the  effects  of 
shifts  in  demand  resulting  from  shortages  of  competitive  -products.  For 
instance,  if  the  rationing  of  poultry  is  necessary  later,  it  probably  will 
be  due  to  the  shortage  of  meats.    Rationing  of  fresh  milk  may  be  avoided 
by  rationing  products  manufactured  from  milk.    Rationing  probably  will  not 
be  needed,  at  least  for  many  months,  for  most  cereals,  fresh  fruits,  vege- 
tables generally,  and  eggs.    Meats  present  the  most  urgent  rationing  problem 
at  present. 

The  necessity  of  consumer  rationing  will  not  stop  with  foods,  but  will 
extend  to  a  growing  list  of  other  agricultural  and  industrial  products.  Up 
to  now  the  worst  shortages  of  civilian  industrial  goods  have  been  largely  in 
the  durable  and  semi  durable    types  —  autos,  tires,  radios,  household  equip- 
ment, etc.    Replacement  of  such  articles  can  often  be  deferred  without  causing 
very  much  immediate  inconvenience,  but  the  nondurable  items  —  more  and  more 
of  which  will  become  scarce  as  the  war  progresses  —  present  a  different 
problem.    Because  the  immediate  replacement  of  these  nondurable  goods  is  more 
urgent,  rationing  will  be  needed  if  competitive  bidding  on  the  part  of  con- 
sumers for  the  inadequate  supnlies  is  not  to  make  control  of  -prices  extremely 
difficult. 

The  General  Price  'Outlook 

The  outlook  for  wholesale- and  retail  prices  generally  in  I9U3  differs 
from  what  it  was  a  year  earlier  in  th->t  prices  of  a  much  larger  protion  of 
commodities  and  services  now  are  subject  to  governmental  control.  Price 
trends  for  the  rest  of  the  war  will  be  determined  more  by  governmental 
action  than  by  the  usual  demand- supply  relationships. 


-  9  - 


Prospective  changes  in  the  demand-supoly  outlook  are  little  different 
now  from  a  year  ago.    Next  year  will  "be  marked  by:     (l)  increased  consumer 
purchasing  power;     (2)  increased  military  and  lend-lease  demand;  and  (3) 
shortages  of  many  industrial  and  come  agricultural  -products  for  civilian  use. 
The  important  difference  is  that  governmental  control  machinery  has  just  "been 
greatly  strengthened.    This  is  not  only  sxoected  to  prevent  largely  any 
reflection  in  prices  of  increased  consumer' purchasing  power  and  military 
demand,  hut  al3o  to  reduce  speculation  which  is  a.  particularly  important 
factor  in  the  over-all.  demand  situation  in  wartime. 

Since  the  fall  of  I9U1,  the  output  of  industrial  products  for  civilian 
use  has  "been  declining,  but  consumer  income  has  continued  to  rise.  This 
situation  would  already  have  resulted  in    considerably  sharper  price  advances, 
"both  at  wholesale  and  retail  levels,  if  it  had  not  been  for  the  effect  of 
broadening  governmental  price  controls.     The  diverse  trends  in  available 
consumer  goods  and  in  purchasing  power  will  extend  into  the  coming  year.  Thus 
the  disparity  between  purchasing  power  and  available  goods  will  become  larger 
and  the  pressure  on  prioes  greater.    Rationing,  increased  personal  taxes, 
and  larger  savings  will  minimize  the  pressure  on  prices.    But  a  few  commoditiet 
and  services  still  are  not  subject  to  price  ceilings,  andit  is  doubtful 
that  some  further  rise  in  the  general  price  level  can  be  avoided. 

Average  wholesale  commodity  prices  rose  11  and  lk  percent  in  l<jkl  and 
19^2,  respectively,  while  urban  living  costs  rose  5  per  cent  in  Itykl  and  10 
percent  in  I9U2.     In  I9H3  it  is  expected  that  offsetting  the  effects  of 
broadened  governmental  controls  and  increased  deaand  ./ill  be  further  price 
rises  of  around  3  percent with  the  average  increase  in  retail  prices  some- 
what larger  than  the  increase  in  Wholesale  prices.    These  19^3  forecasts 
assume  that  through  recently  broadened  price  controls,  rationing,  and  possibly 
subsidies,  the  price  rise  for  agri cultural  products  will  be  held  within  small 
limits.     The  prices  of  nonagri cultural  groups  have  been  effectively  controlled 
since  the  first  quarter  of  19^2. 

Farm  Prices  and  Income  to  Average  Higher 

Prices  received  by  farmers  will  average  25  to  30  percent  higher  in 
19^2  than  in  15*+1»    Recently  they  have  beer  around  6  percent  above  the  esti- 
mated 19^-2  average  level.     Governmental  control  has  now  been  extended  over 
wholesale  and  retail  prices  of  practically  all  nonfood  products  and  of  more 
than  90  percent  of  all  foods,    Designed  in  general  to  stabilize  prices 
received  by  farmers  around  recent  levels,  food  price  control  srtould  hold 
further  rises  within  comparatively  narrow  limits.  .  The  index  of  prices 
received  by  farmers,  is  expected  to  average  only  5  to  10  percent  higher  next 
year  than  this  year,  or  not  much  above  recent  levels. 

Prices  paid  by  farmers  including  interest  and  taxes  are  expected  to 
average  about  151  percent  of  the  1910-lU  average  in  19^-2,  compared  with  about 
I56  for  prices  received.     The  resulting  parity  price  ratio  of  103  compares 
with  91  in  19 Ul  and  a  1935-39  average  of  82,     It  is  expected  that  the  parity 
price  ratio  will  average  somewhat  higher  in  I9U3  than  in  19^2,  but  not  much 
above  the  recent  level  of  107.     Computation  of  these  ratios  makes  no  allowance 
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for  changes  in  farm  wage  ratio  which  for  this  year  are  estimated  at  nearly 
200  percent  of  the  1910~lU  average.    Farm  wages  vrill  rise  some  next  year, 
although  wage  stabilization  for  industrial  workers  and  the  further  extension 
of  governmental  controls  over  man-newer  and  the  economy  in  general  should  make 
the  advance  smaller  than  it  otherwise  would  he. 

Between  19lU  and  1917  during  World  War  I,  annual  average  prices  . 
received  hy  farmer?,  rose  from  101  to  175  percent  of  the  lQlO-l^  average. 
^Hiring  the  cornnarahle  oeriod  of  the  present  war  (1939-19^2) i  they  have  risen 
from  an  average  of  92  in  1939  to  15-  (partly  estimated)  in  191-?.    These  rises 
have  "been  of  about  the  same  size,  73  an(i  70  percen^  respectively,  in  World 
Wars  I  and  II.     In  1918  prices  received  hy  farmers  averaged  201 ,  cr  15  per- 
cent higher  than  in  1917.     They  are  not  expected  t«  rise  this  much  in  19^3» 

Farm  income  is  expected  to  show  a  further  increase  in  19^3»  Present 
indications  are  that  the  production  of  livestock  and  livestock  prcducts  in 
19^3  will  continue  the  upward  trend  of  recent  years  hut  at  a  reduced  rate 
"because  of  lahor  and  other  shcrta.gos.     At  aboxit  present  price  levels,  income 
from  the  so  items  would  he  higher  in  I9U3  than  in  19*+2.     Sales  of  crops  will 
he  somewhat  higher  in  the  early  months  of  19^3  than  in  the  corresponding 
period  of  19^-2,  hut  unless  yields  should  again  he  sharply  ahovo  average,  it 
i3  prohahle  that  the  total  volume  of  crops  sold  in  19^3  will  he  somewhat  le38 
than  in  19^2,     At  prices  averaging  ahout  the  same  as  in  September  this  year, 
cash  income  from  farm  marketings  in  19^3  would  he  around  16  "billion  dollars, 
compared  with  15  "billion  in  19^+2.     The  previous  peak  in  cash  income  from 
marketings  was  lh,6  "billion  dollars  in  1919.     Any  material  change  in  prices 
would  necessitate  a  revision  of  the  19^3  income  forecasts.     Gross  farm  income 
probably  will  increase  hy  ahout  the  same  amount  as  cash  income. 

Net  farm  income  in  19^+3  will  he  influenced  to  some  extent  hy  whether 
or  not  farmers  can  get  supplies.     The  rationing  of  new  automohiles  and 
trucks,  farm  machinery,  "building  materials,  tires,  and  gasoline  -nrohahly  will 
result  in  some  curtailment  of  expenditures.     The  reduction  in  expenditures 
for  "buildings  and  eouipment,  however,  will  not  he  accomoanied  hy  a  correspond- 
ing decrease  in  depreciation,  for  which  allowance  is  made  in  computing  net 
farm  income.    Purchases  of  nitrogen  fertilizer  will  he  reduced  in  19^3. 
Expenditures  for  lahor  may  he  limited  somewhat  hy  the  shortage  of  competent 
help  and  may  not  he  appreciably  larger  than  in  19^2.     Farmers'  expenditures 
for  feeds,  repairs,  blacksmi thing,  and  hauling  probably  will  he  somewhat 
greater  than  in  19^2. 

Expenses  may  he  tentatively  estimated  as  "between  9  and.  9-1  / 2  billion 
dollars.     This  would  leave  a  net  income  t<»  farm  operators  in  19^3  between 
10  and  10-1/2  billion  dollars,  compared  with  about  9.8  billion  dollars  this 
year  and  8.8  billion  dollars  in  1919  (the  previous  peak). 
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Net-  farm  income  is  estimated  at.  about  139  percent  of  parity  in  19^2, 
as  compared  with  111  percent  in  I9U1  and  100  percent  in  1935-39.  i/  Parity 
income  is  the  net  farm  income  needed  to  maintain  the  1910-lU  ratio  of  per 
capita  farm  income  to  P®£  capita  r.onfa.rm  income.    Little  change  in  thn  parity 
income  ratio  is  anticipated  in  I9H3  compared  with  19^2.    During  World  War 'I, 
net  farm  income  rose  from  97  percent  of  parity  in  1916  to  ikj  -oercent  in  1917 
and  to  the  record  level  of  165  percent  in  1918. 

The  Situation  "by  Commodities  "... 

Cotton:  Farmers  are  now  receiving  the  highest  combined  returns  from  lint  and 
seed  since  the  middle    1920*6.,    '  Domestic  supply  of  American  cotton  is  about 
2^.0  million  hales  (10,^55,000  carry-over  and  13,550,000  production)  compared 
with  22.6  million  last  season,     The  carry-over  contained  more  high  quality 
cotton  than  was  generally  expected,  hut  production  of  long  staple  and  high 
grade  cotton  may  be  well  "below  early  summer  expectations.     Consumption  may 
total  a.bout  11*6  million  hales  this  season  compared  with  last  season's  record 
of  11,2  million,  and  the  carry-over  on  August  1,  19*+3  is  expected  to  he  larger. 
Farmers  normally  producing  short  staple  cotton  are  urged  to  shift  where 
practicable  either  to  varieties  longer  than  1  inch  or  to  other  needed  crops. 
Prevailing  premiums  and  disccunts  will  encourage  a  shift  to  longer  staples. 

Production  of  American-Egyptian    (Sx?)  cotton  is  estimated  at  about 
96,000  running  bales,  which  with  a  Carry-over  of  about  25,000  bales,  gives 
a  prospective  supply  of  121 t 000  bales,  a  record  high.     Since  imported 
Egyptian  cotton  is  underselling  SxP  cotton  by  a.bout  cents  -per  pound, 

consumption  of  SxP  may  be  held  down  somewhat  during  the  next  few  months.  But 
total  extra-staple  consumption  this  season  probably  v ill  include  most  available 
imported  Egyptian  cotton  and  more  SxP  than  larrb  season's  total  of  ^7,000 
bales.     The  Arizona  farm  price  of  SxP  cotton  was'.yivP  cents  on  September  15, 
or  about  U  cents  below  prices  at  Hew  England  mill  points. 

Wheat:  Wheat  prices  in  lQ^-2-^3  are!  expected  to  average  higher  than  in  19^1-^-2, 
•and  .those  for  I9U3-UU  higher  than'  in  On  the  basis  of  present 

■orospects,  stocks  of  old-crcn  wheat  on  July  1,  19^3  are  exoected  to  total 
about  800  million  bushels.     Unless  considerably  larger  than  average  yields 
are  obtained  on  an  assumed  acreage  somewhat,  below  the  national  allotment 
level  of  55  million  acres,  the  disappearance  in  19^3-^  mpy  he  large  enough 
to  result  in  a  big  reduction  in  the  carry-over  July  1,  l^kh  comoared  with  a 
year  earlier.     A  large  increase  in  wheat  feeding  and  a  significant  step-up 
in  the  use  of  wheat  for  the  production  of  alcohol  are  expected. 

T/ These  ratios  differ  slightly  from  those  in  the  September  I9U2  Farm 
Income  Situation,  because  of  revisions  in  the  estimates  of  farm  population. 
These  revised  farm  population  estimates  for  the  years  1931~1+2  will  be 
available  soon.     They  will  show  a  farm  population  as  of  January  1,  I9U2  of 
29,0^8,000'  compared,  with  29,988,000  a  year 'earlier. 
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Rye:     Rye  prices  in  19I13-.UU  are  not  expected  to  average  much  different  than 
they  averaged  during  the  current  year.    There  is  little  t>rospect  thst  the  19^3 
rye  acreage  will  be  significantly  reduced  from  present  levels,  and  prospects 
are  that  the  carry-over  on  July  1,  19U3  will  be  very  large.     Supplies  will  be 
ample  to  tame  care  of  increased  domestic  requirements  as  well  as  foreign  needs,  I 
and  still  leave  a  very  sizable  stock  vile  at  the  end  of  the  I9U3-HH  year. 

Rice:    Prices  for  the  19^-2  crop  are  expected  to  average  above  19^-1 »  and  for 
19^3-UU    probably  about  the  same  as  in  I9U2-U3.     The  record  rice  cron  of  72 
million  bushels  is  expected  to  be  ample  to  leave  a  carry-over  at  the  beginning 
of  the  19^3  crop  year  of  about  average  size,  after  satisfying  domestic  and 
foreign  demands.     Seedingsfor  19^+3  will  depend  considerably  on  prices  during 
the  current  year ,   brut  it  is  expected  that  the  acreage  will  be  well  maintained. 
If  yields  are  about  average,  prospects  are  that  requirements  both  domestic 
(including  about  an  average  size  carry-over)  and  foreign  will  be  met. 

Fats  and  Oils:    Production  of  fats  and  oils  from  domestic  materials  is  expected 
to  total  nearly  12  billion  pounds  in  19^3i  greatly  exceeding  all  previous 
records.    Production  of  oilseeds  in  19*+3>  however,  may  be  smaller  than  in  19^i 
when  yields  per  acre  <-;ere  unusually  high.    With  consumer  income  increasing, 
large  export  requirements,  and  imports  at  a  low  level,  demand  for  domestic  fate 
and  oils  will  be  very  strong.    Prices  of  fats,  oils,  and  oilseeds  will  remain 
at  high  levels,  but  further  advances  will  be  restrained  by  price  ceilings. 

Peed:     A  strong  demand  for  feed  may  cause  feed  prices  to  advance  in  19^2-1+3. 
but  the  extent  of  the  increase  will  be  limited  by  large  supplies  of  feed,  by 
the  feed-wheat  program,  and  by  price  ceilings.     Supplies  of  feed  grains  and 
forage  crops  for  the  19^2-^3  feeding  season  are  the  largest  on  record,  and  are 
ample  in  most  of  the  important  feeding  areas  for  the  increased  requirements  of 
livestock.     Supplies  of  all  high-protein  feeds  are  large,  but  it  will  be 
necessary  for  hog  and  poultry  producers  to  increase  the  quantity  of  oil  meal 
fed  to  replace  limited  supplies  of  animal  protein  feeds.     Some  increase  in 
feed-grain  acreage  in  19^3  is  in  prospect,  although  feed-grain  production 
probably  will  be  below  19^3-UU  requirements  unless  yields  are  again  exception- 
ally high. 


Hogs:     Inspected  hog  slaughter  in  the  19H2-H3  marketing  year  probably  will 
total  more  than  65  million  head,  and  total  slaughter,  may  be  as  great  as  95 
million  head.     Lend-lease  and  military  requirements  for  hog  products  in  19U 
are  expected  to  about  offset  the  sharp  increase  in  hog  production  and 
slaughter.    Together  with  the  strong  civilian  consumer  demand  for  meats,  this 
will  be  reflected  in  a  continued  high  level  of  hog  prices. 


j 


Cattle :     Strong  consumer  demand,  together  with  large  military  requirements  for 
beef,  will  be  important  factors  supporting  cattle  prices  at  or  near  current 
levels  in  I9U3.     Slaughter  of  cattle  and  calves  in  19^2  is  expected  to  total 
approximately  28.0  million  head,  about  2  million  more  than  in  any  other  year 
of  record.    Despite  this  large  slaughter,  cattle  numbers  of  January  1,  19^3 
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are  expected  to  "be  over  1  million  head  greater  than  the  previous  record  number 
reached  a  year  earlier.  '  With  this  large  cattle  population,  total  marketings 
for  slaughter  in  19^3  could  reach  nearly  30  million  head  without  a  material 
reduction  in  "breeding  stock.     Because  of  the  strong  slaughter  demand  for 
cattle  during  the  past  summer  and  early  fall,  prices  of  feeder  cattle  have  "been 
maintained  at  a  fairly  high  level  in  relation  to  fat  cattle  prices.  Shipments 
of  feeder  cattle  to  the  Corn  Belt  have  "been  larger  than  a  year  earlier  during 
the  past  2  months,  however,  and  the  total  number  of  'cattle  fed  in  the  13h2-k.J> 
feeding  season  may  again  be  large. 

Sheep  and  Lamb  s :    Lamb  prices  in  19^3  a-re  expected  to  continue  at  or  near 
recent  high  levels.     Despite. the  slightly  smaller  lamb  crop  this  year  than 
last,  slaughter  of  sheep  ^nd  lambs  since  early  May  has  been  substantially 
larger  than  a  year  earlier.    Much  of  the  increase  ha.  3  been  in  ewe  lambs  and 
sheep,  and  it  is  likely  that  the  number  of  stocK  sheep  on  farms  and.  ranches 
January  1,  19^3  will  be  reduced  moderately  from  the  record  high  level  of  a 
year  earlier.     Some  further  redaction  of  sheep  numbers  may  take  place  during 
19*+3i  particularly  in  the  Western  sheep  States  where  a  shortage  of  herders 
and  other  skilled  labor  is  an  important  factor  affecting  production. 

Wool :    Prices  for  the  19^3  wool  clip .probably  will  be  at  or  near  ceiling 
levels.    With  a  reduction  in  sheep  numbers  in  prospect,  domestic' wool' produc- 
tion in  19^+3  ^ay  be  slightly  smaller  than  the  19^2  production  of  U57  million 
pounds.     Because  of  large  military  requirements,  total  r'll  consumption  of 
wool  probably  will  continue  at  the  record  high  annual  rate  of  about  1  billion 
pounds  reached  in  19*42. 

Dairy  Products:    With  present  price  ceilings,  a  reduction  in  the  quantities  of 
milk  and  dairy  products  available  to  consumers  might  result  in  19^3  unless 
special  incentives  are  offered  producers.    Although  total  milk  production 
may  be  about  the  same  as  in  19^2  military  and  lend-lease  requirements  will  be 
much  larger.    Frices  may  average  about  5  percent  higher  than  a  year  earlier. 
Higher  feed  prices,  the  shortage  of  labor,  and  continued  strong  competition 
from  hogs  and  beef  cattle  will  offset  the  effect  on  milk  production  of  higher 
dairy  pioduct  prices  and  increased  cow  numbers. 

Poultry:    Prices  for  poultry  products  in  I9U3  as  a  whole  will  average  higher 
than  this  year,  and  cash  farm  income  from  poultry  and  eggs  v/ill  establish  a 
new  high  record.    Production  of  poultry  products  in  the  United  States  in  19^3 
is  likely  to  surpass. the  record  output  of  19*+2.     Supplies  of  poultry  meat  per 
capita  will  be  the  largest  on  record,  and  supplies  of  eggs  probably  will  be 
at  least  as  large  as  the  average  for  recent  years.     However,  civilian,  mili- 
tary, and  lend-lease  demand  will  be  unorecodently large. 

Tobacco :    Prices  for  most  types  of  the  19^+2  tobacco  crop  will  be  above  the 
comparatively  high  levels  of  19^1,  2nd  a  moderate  increase  probably  will 
occur  in  19^3*     ^fcte  indicated  production  of  all  tobacco  in  19^2  is  9  percent 
more  than  in  19^1.    But  the  consumption  of  tobacco  products,  particularly 
cigarettes,  is  increasing,  and  stocks  of  most  types  will  be  smaller  at  the 
beginning  of  the  19^3-^4  season.    Prices  for  flue-cured  tobacco  have  been 
under  a  price  ceiling  since  August  Jts    This  ceiling  has  exercised  an 
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important  restraining  influence,  "but  trices  are  the  hv*Vcst  since  1919  and 
returns  to  growers  will  "be  the  largest  on  record. 

Fruits :     In  19*'3  fruit  growers  in  general  will  receive  higher  prices  for  their 
crop  than  they  received  in  the  preceding  year.    However,  ceiling  prices  at 
the  wholesale  and  retail  level  have  "been  temporarily  established  for  citrus 
fruits,  and  it  is  probable  that  they  will  be  placed  on  other  fresh  fruits 
during  the  next  year. 

The  size  of  the  fruit  crop  in  19h7-ki|  cannot  be  determined  at  this 
time,  although  it  is  likely  that  it  will  be  slightly  smaller  than  the  bumper 
crop  in  1942-43«     Since  military  and  lend-lease  requirements  in  19U2-U3  will 
be  substantially  above  those  for  the  preceding  years,  the  total  amount  of 
fruit  on  a  fresh  equivalent  basis  available  for  civilian  consumers  will  be 
considerably  less. 

The  orange  and  grapefruit  croTM  that  will  be  marketed  from  this  fall 
to  next  may  easily  be  the  largest  on  record.     At  this  time  it  appears  likely 
that  the  1542-43  weighted  average  price  received  by  growers  for  oranges  and 
grapefruit  (sold  for  fresh  consximptior  and  for  processing)  will  be  at  least 
15  percent  and  5  percent  higher  respectively  than  the  weighted  average  in 
1941-42.     Such  price  levels  would  still  be  below  the  comparable  prices 
established  in  September  for  these  commodities.     The  demand  for  both  of  these 
fruits  for  processing  will  be  exceptionally  great,  because  large  quantities 
of  concentrated  orange  juice  are  desired  for  lend-lease  shipment.  Canners 
of  grapefruit  juice  will  attempt  to  utilize  the  relatively  large  quantity  of 
tin  plate  that  will  be  made  available  to  them. 

Truck  Crops,  Processing  Crops,  Potatoes ,  Dry  Beans :     Even  though  total  acre- 
age of  truck:  crops  re  main;  about  the  same  in  1943  as  this  year,  possible 
shortages  of  labor,  materials,  and  transportation  facilities  and  a  possible 
reduced  yield  per  acre  may  result  in  a  total  production  considerably  less 
than  the  I9U2  cro^. 

In  viei^  of  the  probable  smaller  vegetable  production  in  19^3  8111(1  the 
greatly  increased  demand,  truck  crop  prices  if  not  controlled  lively  will 
continue  to  rise  in  19^3-     Increased  demand  in  1943  and  the  possibility  of  a 
potato  crop  no  larger  than  in  1942  will  result  in  strong  upward  pressure  on 
prices  in  1943*    However,  a  temporary  ceiling  has  been  placed  on  potato 
prices.     With  continued  price  support,  most  dry  bean  growers  are  assured  a 
fairly  high  price  despite  a  succession  of  record  dry  bean  crops. 


The  outlook  for  processing  vegetables  will  depend  to  a  large  extent 

upon  tin  allocations  for  1943» 

Summary  of  Outlook  for  Remainder  of  19^-2 

The  greatest  offsetting  effects  to  increased  over-all  production  as 
a  result  of  the  conversion  of  factories  to  war  products  were  felt  during  the 
first  half  of  1942.  Since  then  the  rise  in  industrial  activity  has  again 
been  rapid.  This  is  resulting  in  substantial  gains  in  consumer  income 
which,  together  with  the  large  military  and  lend-lease  requirements  for  food 
and  textiles,  creates  a  strong  demand  for  farm  products.  The  upward  trend 
in  factors  influencing  demand  is  expected  to  continue  for  the  rest  of  thia 
year. 
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Prices  received  "by  farmers  generally  are  at  the  highest  levels 
reached  during  the  present  war  period  (163  percent  of  the  1910-lU  average  in 
August  and  September)  and  are  c:rpected  to  show  only  moderate  changes  during 
the  remainder  of  19U2.     Governmental  controls  over  wholesale  and  retail 
prices  now  cover  90  percent  of  all  foods,  practically  all  nonfood  commodities, 
and  many  services.     Residential  rents  also  are  subject  to  control,  and 
authorization  has  been  given  for  the  control  of  wage  rates.    The  effects  of 
these  controls  will  tend  to  limit  further  advances  in  prices  received  by 
farmers. 

During  the  remainder  of  19^2,  farm  marketings  will  tfe  influenced  by 
the  record  19^-2  production  of  both  crops  and  livestock.     Due  largely  to 
increased  marketings  i'rom  the  record  crops  of  19^2,  cash  farm  income  from 
sales  rose  sharply  to  a  new  peak  in  August,  after  allowance  for  the  usual 
seasonal  changes.     The  upward  trend  probably  has  continued  to  date,  and 
prospects  are  that  income  will  remain  around  the  present  relatively  high 
level  during  the  remainder  of  19 U?. 

Prices  paia  by  farmers  for  commodities,  interest  and  taxes  remained 
at  152  percent  of  the  1910-lU  average  from  May,  when  retail  price  controls 
were  instituted,  through  September.    Prices  received  rose  from  152  to  163. 
As  a  consequence,  the  price  parity  ratio  rose  from  100  to  107.    After  price 
adju  tments  have  been  made,  taking  into  account  the  added  controls  since 
September,  further  changes  in  the  price  parity  ratio  probably  will  be  small. 
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federal  Reserve  Board,  adjusted  for  seasonal  variation.     Revised  September  194 1. 

2Bureau   of   Labor  Statistics,   adjusted    for  seasonal  variation    and  converted    from  the  1923-26  base  (emplo] 
adjusted  by  Federal  Reserve  and  pay  rolls  by  Bureau  of  Agricultural  Economics). 

3Adjusted  for  seasonal  variation.     Includes  factory,  railroad,  and  mining  employees.     Revised  November  1941. 
convert  to  1924-29  base,  multiply  by  78.  0744  percent. 

4Bureau  of  Labor  Statistics,   1926  =  100  converted  to  1985-39  =  100  by  multiplying  by  124.  069  percent. 
8Bureau  of  Labor  Statistics. 

8Bureau  of  Labor  Statistics.     Index  numbers   of  cost  of  goods  purchased  by  wage  earners  and  low-salaried  workers 

in  large  cities. 

7August  1909-July  1914  ■  100. 

8Revised  July  1942.     Annual  figures  are  straight  averages  of  12  monthly  indexes,  1923-41. 
9Adjusted  for  seasonal  variation,  converted  from  1924-29  =  100  to  1910-14  *  100. 
10Preliminary. 
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is  based  on  volume,  whereas  the  income  indexes  are  affected  by  changes  is  wage  rates  as  well  as  by  time  worked,  i 
comparing  monthly  indexes  it  is  Important  to  keep  in  misd  the  fact  that  there  is  usually  a  time  lag  between  cdui«» 

in  volume  of  production  and  similar  changes  in  employment  and  in  workers'  income. 
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